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ABSTRACT

The Maputo Development Corridor (MDC) project wastiated with a number of specific
objectives. These objectives consisted of a mextoir “enabling factors” (e.g. investment in
transport infrastructure and institutional arrangats with the aim of creating an enabling
environment for economic growth and development) “@esired outcomes’(e.g. positive macro-
and socio-economic impacts that are sustainalierms of their impact on the environment). It is
important to take stock of the situation whichtheory, should include both the “enabling factors”
and “desired outcomes” in order to determine whetihese objectives have been or are being met
and, if this is not the case, to determine theaes$or this and suggest corrective measures.

1. BACKGROUND AND STUDY CONTEXT

The Maputo Development Corridor (MDC) is one of thest ambitious and exciting development
initiatives undertaken within the southern Afriaagion since 1995, following the peace agreement
in Mozambique and the first non-racial electionsSiouth Africa in 1994. Coming at a time of
substantial political change and growing co-operatvithin the region, the transport ministers of
the two countries set in motion the MDC initiatise a joint undertaking of the Governments of
South Africa and Mozambique, with the full suppaft the Southern African Development
Community (SADC) and with the specific objective @é-) establishing the development axis
between Gauteng (South Africa's industrial headjaamd Maputo.

The two countries agreed on the following four kéyectives for the MDC:

. To rehabilitate the core infrastructure along trerfdor with minimum impact to the fiscus
(road, rail, border post, port and dredging ofibet);

. To maximise investment in both the inherent potrdf the Corridor area and in the added
opportunities which the infrastructure rehabilbatiwill create;

. To ensure that the development impact of this itmrest is maximised, particularly in
disadvantaged communities, by changing the ownetsge, and

. To ensure sustainability by developing policiesatstigies and frameworks which encompass
a holistic, participatory and integrated approachevelopment.

2. STUDY OBJECTIVES

The MDC initiative constitutes a mixture of “enalgi factors” (e.g. investment in transport
infrastructure and institutional arrangements wité aim of creating an enabling environment for
economic growth and development) and “desired ooés3 (e.g. positive macro- and socio-
economic impacts that are sustainable in termbef tmpact on the environment). It is important
to consider progress in terms of both “enablingtdes and “desired outcomes”, in order to
determine whether these objectives have been ntktwanere this is not the case, to suggest
corrective measures. The study deliverables wdidfore serve to inform decision-makers and key



players about progress made and about the neadtéoventions where bottlenecks are hampering
progress.

3. SCOPE OF STUDY

The scope of the study can be described from bsthatial and information perspective. From the
spatial point of view, the study area involved MBC area, as well as the reference area. The
MDC area can be defined in terms of the following:

. The primary Corridor region — comprising the tram$pand communication infrastructure
itself (roads, railways, ports and communicationkjch link Witbank and Maputo, including
the main urban centres in the area between WitaadkMaputo Port;

. The secondary Corridor region — comprising regiasch, in administrative terms, are
immediately adjacent to the primary region in th@vmces of Maputo (Mozambique),
Mpumalanga and Gauteng (South Africa) and Swazjland

. Resource nodes and tertiary roads linked to thecipal Corridor, such as the Matutune
District (included in the Lubombo Spatial Developritiative).

From an information point of view, the study invetya number of impacts that can be grouped
under the headings “movement along the Corridomiaéro-economic”, “socio-economic” and
“environmental”.

4. ANALYSIS FRAMEWORK

A logical “immediate” consequence to be expectednfthe MDC initiative is increased levels of
passenger and freight movement along the Corriddhe study therefore firstly involved an
analysis of transport patterns along the Corridaring) the analysis period. It then focused on
changes in the values of selected indicators dutfimg) period. Indicators considered for this
purpose can be grouped under the headings “maomeedc’, “socio-economic” and
“environmental”. The objective of this analysis sy determine whether positive changes (in
terms of these indicators) were more pronouncetiose areas close to the Corridor than in areas
further removed from the Corridor, from which treutcess” or “failure” of the initiative could be
inferred. This analysis of macro-economic impastsupplemented by a comparison of actual
performance with projections made by Capricon i®519 Finally, attention was focused on
constraints and opportunities regarding a numberswfcess factors in respect of the MDC
initiative, as established during interactions wiely players from the private and public sector.

5. MAIN STUDY FINDINGS

5.1. Movement along the corridor

Movement along the Corridor was analysed in teringhe rate of change (growth) during the
analysis period for a number of indicators. Remaydctivity at the border posthe analysis shows
that the total number of persons crossing the drseeased substantially during the period 1995
to 2003. This increase represents a mean growetofabout 17 per cent per annum (depending on
the actual start and end date of the period). ré@&d transport the growth rate was in the order of 6
per cent per annum, substantially higher than tiogvilp rates on other routes. For trucks alone,
growth rates of more than 10 per cent per annune Weemd in some casegir transportgrew by

9 per cent per annum between 1999 and 2003. lcake ofrail transport, there was an initial
increase in the volume of goods to South Africdlofeed by a substantial decrease and a slow
recovery. The poor performance in the case ofcaal be ascribed to a number of causes, such as
delays at the port, return of empty rolling stoakdahe lack of rolling stock. In summary,



therefore, the analysis shows that, with the exaepdf rail, transport activity on the Corridor
revealed high growth rates.

5.2. Macro-economic impacts

5.2.1 Economic output

Mpumalanga’s growth during the analysis periodferms ofeconomic outpufas measured by
Gross Value Added (GVA)), was on a par with thaBolth Africa as a whole (about 2,5 per cent
per annum). The analysis however revealed thasarkse to the Corridor had a higher growth
rate than those areas further removed from theid@wrr This applies to total economic output as
well as to most of the individual sectors of thereamy, in particular the manufacturing, electricity
construction, trade, transport and finance sect&issregard<sVA per capitathe analysis revealed
that the GVA of Mpumalanga was slightly higher ththe national average. Again, the analysis
showed that areas close to the Corridor had a higitwavth rate in terms of GVA per capita than
those areas further removed from the Corridor.

On the Mozambican side, Maputo City constituteshiiggest player in Mozambique’s economy in
general and in the economy of the southern regioparticular. Maputo City contributes 73 per
cent and the MDC area more than 80 per cent t@¢beaomy of the southern region. As regards
economic growth, it is maintained that the MDC cimited to the already high economic growth
rate in Maputo Province and City during the analyseriod through investments and other actions
associated with the MDC.

5.2.2 Employment

For Mpumalanga and, in the case of the manufagfudonstruction, trade, transport sectors and, to
a lesser extent the finance sector, there seebes ielatively a strong correlation between growith i
employment during the analysis period and proxirtatthe corridor.

As regards the Mozambican section of the MDC, 986197 official unemployment rate (formal
wage-earning employment) was estimated at arourme68ent. This figure is almost equivalent to
the total number of people added to Mozambique’gufaiion every year, most of whom, by
definition, are not regarded as unemployed simpbcabse they are not actively seeking
employment. Although, on the one hand, Mozambigag about 350 000 people assumed to be
unemployed in the formal economy, on the other hamdry year the subsistence and the informal
economy contribute almost the same number of petpléts existing economically active
population. Moreover, more than 65 per cent (20)46f the almost 31 000 companies in
Mozambique are concentrated in Maputo, Gaza andl&egfovinces. Wholesale and retail trade
(17 776 or 56 per cent of all registered compantesels and restaurants (5 984 or 18,9 per cent of
all registered companies) and real estate, refitnmetuding security services) and business acasiti
(680 or 2,1 per cent of registered companies) laeemain activities of registered companies in
Mozambique. They represent almost 78 per cenll abanpanies and offer more than 52 per cent
of all dependent employment opportunities in thegte sector of Mozambique.

5.2.3 Income per capita

Income per capita for Mpumalanga is only about 80gent of the national average. The analysis
however shows that income per capita has growrfastar rate in those areas closer to the Corridor
than in areas further removed from the Corridor.

In the case of Mozambique, the average GGP petacapMaputo City and Province amounted to
USD 652 in 2000, although the gap between the easacomprising the MDC region remains
very wide: Maputo City USD 1070 and Maputo Provitt®eD 171.



5.3. Socio-economic impacts

5.3.1 Demography

At about 1,8 per cent per annum, the growth rat&péimalanga’s population is slightly higher
than that of South Africa as a whole (at 1,5 pertt gger annum). However, the analysis did not
reveal any correlation between proximity to ther@mr and population growth rates.

On the Mozambican side, the population directlydiiging from the main road includes the people
in urban districts 1 and 2 of Maputo City, as wasl Matola city and the districts of Boane and
Moamba in Maputo Province. A higher populationwgito rate can also be noticed in the districts
directly affected by the N4 road. In the period@@o 2002, the annual growth rates in Maputo
Province and City were 2,4 and 1,2 per cent regpaygt

5.3.2 Poverty

Poverty for the whole of Mpumalanga (as measurethby'Poverty gap” indicator) increased at a
slower rate in the districts close to the Corridmarticularly in the eastern parts of the studyaare
than in areas further removed.

In the Mozambican part of the MDC area, contraryh national trend, poverty incidence appears
to have increased between 1996 and 2003. Estirpatesity headcount ratios in Maputo Province
and Maputo City increased by 3,7 and 5,8 per aesgectively.

5.3.3 Human development

The analysis revealed that, in the case of Mpungalatinere was a positive correlation between the
rate of increase in human development (as meadweithe “Human Development Index” and
“Functional Literacy” indicators) and proximity tbe Corridor. This relationship, however, is less
pronounced than in the case of the macro-econanpedts (see above).

On the Mozambican side, the available data revealeglatively high value for HDI for Maputo
City and Province relative to the other selectezhsr Maputo City is the only area of Mozambique
with an HDI of above 0,5. This affects the ovemalierage level of the southern region of the
country. As regards the rate of change of thiginduring the analysis period, although the data
available only cover the period 1996 — 2000, tteeeseveral indications that improvement in the
various components of the HDI is likely to continuesluding in the MDC region. However, more
in-depth and localized studies are needed to deterthe specific differences at district and local
levels in relation to the three variables compgsthe HDI, namely: income generation, life
expectancy and educational level.

5.3.4 Education

For Mpumalanga as a whole, education levels (assuned by the “Functional Literacy” index)
increased during the analysis period. The anahigever did not reveal a higher rate of increase
in areas closer to the Corridor than in those afadber removed from the Corridor. These
observations are also valid for the Mozambican pfitte MDC.

6. CONCLUSIONS

6.1. High logistics cost on the Maputo Corridor

Although shipping charges through Maputo port comgavourably with those of South African
ports, the combination of rail and road transposdts and toll fees makes this corridor substatiall



more expensive than other South African corridofiis situation is aggravated by the limited
backhaul opportunities and the lengthy clearingetrat the border post.

6.2. Rail transport

The rail link between Gauteng and Maputo was neted critical building block and enabling
factor. At present a number of problems are beixgerienced mainly due to the continued non-
completion of the Ressano Garcia rail concessi@haagoing efforts by Spoornet to constrain the
transfer of business to the Maputo Line. Spoornatigcy of selecting and directing specific cargos
towards specific corridors and of not providingfsugnt capacity on the Maputo Corridor line for
Corridor- specific cargo aggravates this situation.

6.3. Road transport

A number of problems are experienced in this regasgecially bureaucracy constraints associated
with the road corridor and border post.

6.4. Shipping lines

Shipping lines do not service Maputo port as theyother main ports, owing due to a lack of
sufficient cargo.

6.5. Border post

Problems at the border post are the main consdréanttrade in the Corridor. These seem to be
mainly of an operational nature, such as limitedrappng hours, inappropriate operating procedures
that lead to congestion and a lack of focus orcthe traffic, which is transit cargo.

6.6. Formal system and reliable data for monitoring iotpa

At present there is a lack of a dedicated systeru@ding selected performance indicators and
reliable data) for monitoring project impacts. Jnakes it difficult, if not impossible, to monitor
impacts in a consistent and ongoing manner.

6.7.  Capacity and infrastructure constraints at Mapuwiid p

The port is one of the main building blocks of tberridor and, as such, constitutes an important
enabling factor. One of the priorities of the MXthat the port be substantially rehabilitated and
that operational improvements be effected. To aehibis objective the Mozambique Ports and
Railways Company (CFM) initiated a process of gtisation (which now is complete — the port
was concessioned to a public-private partnershif4hApril 2003 as a result of which a USD 70
million investment programme has been initiated§ubsequent to this the following has been
achieved:

. Handling equipment worth USD 10 million has nowméwsstalled at the port.

. Increased tug capacity has been introduced inaitme f the addition of two new 37-ton tugs.
. Dredging is underway to restore the channels tw ttesign depths and widths by the end of
January 2004.

. The container terminal has seen an investment db U8 million in rehabilitation of
infrastructure and equipment.



A number of constraints are however still beingezignced. These relate to an inadequate internal
and access road network and to a limited facibtyrfandling fruit exports.

6.8. Infrastructure and institutional constraints atrterals

Terminals at the port constitute another impor@mabling factor. A number of problems are,
however, restricting their optimal utilisation. &rples are: lack of covered storage areas for steel
products, limited and expensive cold storage f&ediand limited storage space for bulk cargo
handling.

6.9. Negative perceptions

Negative perceptions exist and are largely baseda dang history of non-completion of the
founding concessions relating to the Corridor, a&dl ws on a lack of efficient marketing and
communication of developments in the Corridor.sltaiso perceived that the current stricter visa
requirements by South Africa have resulted in lolseels of cross-border trade and business.

7. RECOMMENDATIONS

7.1. Missing building blocks

It is critical that the missing building blocks Ipait into place as a matter of urgency. These
building blocks (interventions at infrastructuredanstitutional levels) are a prerequisite for #dre
transport system in the Corridor that would regulbwer transport costs, reduced transit times and
increased reliability of the transport system amtmately, in economic growth and development
in the region.

7.2. Implementation agency

There is a need for an independent implementatgenaey, tasked with the responsibility of
ensuring the timely (speedy) implementation ofiiesing elements of the Corridor. This agency
should also be tasked with facilitating communmatbetween current and potential users of the
Corridor and the relevant government institutions.

7.3. Marketing

The MDC initiative should be marketed in a wellypted and ongoing manner and success stories
publicised in order to communicate its benefits pimential users. Marketing to government
organisations needs to be integrated with markdtyndhe core investors and service providers
along the Corridor, particularly the port, with Ifudognisance being taken of private sector
recommendations and priorities.

7.4. Institutional arrangement

The objectives set out in the Agreement for theo@brnation of the Maputo Investment Corridor
between the Government of the Republic of Mozambignd the Government of the Republic of
South Africa, enumerated and highlighted above stilevalid today. But, as Lindfield maintained
as long ago as 1998, the institutions currentlygad with implementation of the agreement cannot
adequately address the scope of the key objectitess worthwhile recalling Lindfield’s



conclusions regarding the review of the institudilbstructure for implementation of the Corridor,

including the Agreement:

. Some industrial, social and environmental develagnabjectives are difficult to achieve
under the current institutional structure;

. There continues to be a need for a co-ordinatimgeahanism with the Corridor to achieve
these objectives;

. The structure proposed in the early stages of imeigation for this mechanism - a joint
company encompassing the governments of both tbhth@drica and Mozambique , as well
as the private sectors in these two countries, t@thnical co-ordination by the Ministry of
Transport and Communications - no longer appearbeoappropriate for the changed
institutional, political and economic contexts atlbsides of the border, and

. A new structure is needed for this co-ordinatiorchamism, enabling it to meet the objectives
set out above and to promote economic developnenployment creation and poverty
alleviation, while reducing the environmental casitshis development - this structure should
encompass both the Province and City of Maputchergbvernment side and a more focused
approach to private sector participation.

This structure will match and complement developimeéaking place within South Africa in order
to allow for more effective implementation of dietabove objectives.
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Figure 1: Geographical definition of the MDC



HUMAN MOVEMENT OVER TIME
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Figure 2: Human movements over time
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All Sectors: Gross Value Added at constant 1995 prices
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Figure 4: Rate of change during the analysis period: Gross Value Added (all sectors)




